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BACKGROUND

The management of accounts receivable is an essential conponent of financia
management and good busi ness practice. Generally accepted accounting
principles, internal control standards and Departnent of Adm nistration
regul ati ons establish the framework for an organization's accounts receivable
system Accounts receivable are a significant part of the State of Wsconsin
financial statenents and will be audited by the Legislative Audit Bureau.

POLI CY

The Division/lnstitution Managenent Director ("organization") is responsible
for establishing an accounts receivable systemw thin the organization to
assure that all charges are billed pronptly, recorded accurately on the
fiscal system and adequate collection efforts are made in accordance with
the foll owing standards. Any wite-off recomendati ons nust be nmade in
accordance with Section 3--Receivables 2.0 (Collection and Wite-off of
Accounts Receivable). The follow ng checklist is provided for each
responsi bl e organi zation in DHFS to review and i npl ement procedures that
assure conpliance in each area

STANDARDS

1. Accuracy of Information

Each organi zation (a) should have an accurate count of who owes the
agency what ampount of funds, and (b) the subsidiary |edger of accounts
recei vabl e shoul d be updated on a tinely basis.

2. Pol i ci es and Procedures

Each organi zati on should have witten collections policies and
procedures which

a. Conply with applicable federal and state requirenents;

b. Are clear and understandable to all relevant parties; and
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c. Are likely to pronote efficient and effective collections.

Conpliance to Policies and Procedures

Each organi zati on shoul d docunment that (a) policies and procedures are
routinely followed, and (b) departures from established policies and
procedures are infrequent and can be adequately explained according to
unanti ci pated, unique circunstances.

Col |l ections Priorities

Each organi zati on should denponstrate that it has reasonabl e collections
priorities. In the event that resource lintations prevent exhaustive
pursuit of every account, the organization should establish and
consistently foll ow reasonable collection priorities.

Timely Actions

Each organi zati on shoul d have tineliness standards for action at each
step of the collection process which are reasonable and which are
fol | owed.

Defining and Measuring Success

Each organi zati on should have established "benchmarks for success,” or
critical neasures that the agency carefully tracks to nmonitor its
success in accurately establishing and coll ecting accounts receivabl es.
(e.g., percent of accounts neeting tineliness standards; trends in
anounts collected as a percent of total outstanding; average tinme taken
to fully collect fromaccounts; anount collected per dollars spent by
the organi zation to collect fromaccounts; etc.)

Sel f - | npr ovenent

Each organi zati on should denpnstrate that it routinely reviews these
nmeasures (and other relevant information, such as information on
collection activities in use or being experinmented with by other
agencies) to identify areas where inprovenents could be made.

Prevention

Each organi zation should review patterns in the nunmber, type, and
causes of receivables as a nmeans of identifying areas where the

organi zation mght pursue initiatives to prevent over-paynents to begin
with.

Contract Monitoring

If the organi zation contracts for collections services, it should (a)
clearly articul ate enforceabl e standards of performance the contractor
is expected to achieve; (b) nonitor whether contractor performance is
satisfactory; and (c) act appropriately according to the results of its
nonitoring efforts.
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10. Witing Of Receivabl es
Each organi zation should wite off receivables only after fully
docunenting that: (a) rigorous collection efforts were pursued; (b)
all activities were consistent with established policies and
procedures; and (c) it is unlikely that the benefits to be gained from
continued pursuit of the account will neet or exceed the costs of
addi ti onal collections efforts.
11. Accounts Recei vabl e Reports
The organi zati on should denpnstrate that it nmmintains effective and
timely reports and comruni cations with all parties that the
organi zati on needs to work with in order to achieve its objectives.
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